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TMC (Canada) Ltd. 
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TMC (Canada) Ltd. 


William C. Shalag, Exec. Vice President 
The TMC Systems and Power Corp. 
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The TMC Systems and Power Corp. 


Guedon E. Zakotnik, Vice President 
The TMC Systems and Power Corp. 


$ (603,107) 
383,070 
565,383 

(200,000) 
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583,273 
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857,796 


663,000 
240,725 
414,450 
115,581 
16,813 
1,450,569 
$ (592,773) 
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From the president.... 


Ray H. dePasquale 


Your Corporation was adversely affected by a number of 
factors in the past fiscal year. Exports were depressed by the 
unsettled international monetary conditions during the period. 
U. S. Government research funds were severely cut back, and 
Government procurement for most products other than wartime 
necessities was stretched out or deferred. These conditions 
made for an intensely competitive climate in our industry. Your 
management elected to take the conservative position of reduc- 
ing expenses until the volume of its business increases. 

From a management and supervisory point of view, our 
operations have been streamlined and consolidated, so that 
any resumption of reasonably normal conditions should result 
in a return without delay to our previous margin of profit. 

The impact of micro-electronics and integrated circuits has 
been substantial in our field, making equipment more compact 
and reliable but at the same time making many former tube 
type equipments obsolete. Fortunately these developments were 
foreseen, with the result that our current models are completely 
modern in this respect. Our new multicoupler as developed by 
TMC (Canada) and our new MMX exciter series are excellent 
examples of the advantages of “‘solid state.’’ Your corporation 
continues among the top suppliers of completely integrated 
radio communications facilities. 


AVIONICS 


Avionics contributed in large measure to our sales this past 
fiscal year. We are in the final stages of equipping the last 
of four aircraft for broadcast, television, high frequency and 
very high frequency communication. Other aircraft are in the 
planning stages both by our own and foreign governments. Our 
experience in this field continues to increase to our advantage. 

Airplanes equipped by us can communicate to submarines, 
and during the last year we have equipped many research ships 
such as the “‘Glomar Challenger’ for Global Marine, Inc., and 
the SS Argo and SS Washington for the Scripps Institute as well 
as regular commercial freighters as produced by Avondale Ship- 
yards. The upcoming Apollo launch will be monitored by ships 
using TMC automatic transmitters and receivers. 


EXPORT BUSINESS 


Our products attract considerable attention in the Export 
field, although to some extent world monetary conditions con- 
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«~~ -oeec REMOTE CONTROL RECEIVER SYSTEM 
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TMC Model DDR-10. Over two years 
in development, this highly sophisti- 
cated High Frequency receiver is in 
the final stages of evaluation and test 
and may well become the standard 
for our Armed Services, The unit on 
the left permits remote switching of 

up to fifty receivers. : 


‘‘COMMERCIAL”’ TRANSCEIVER 


Your company has often been re- 
ferred to as the ‘‘Cadillac’’ manufac- 
turer of transmitters. Here is our new 
compact transceiver, offered com- 
mercially for the first time this com- 
ing year. In two small desk type 
cabinets, it provides up to 1000 
watts output. 


NO-BREAK POWER AT ALITALIA 


‘‘No-break’’ power installation for 
Alitalia Airlines. Many prominent 
firms use this type of TMC power. 


tinue to delay prompt consummation of contracts. TMC Sys- 
tems, AG, our Swiss subsidiary under the direction of Mr. Harry 
Hargreaves, continues to cover the Near East, NATO and SHAPE 
countries and TMC Systems (W.H.), Inc., under the direction 
of Mr. Dave Hillmann, continues to sell our products to the 
markets of Central and South America. The balance of our 
export activities are accomplished by distributors under control 
of our Headquarters staff. 


CANADA 

Our Canadian subsidiary, under President Douglas V. Carroll, 
contributed a net profit for the year. It continues to be engaged 
in engineering and production of electronic communication 
equipment for Canadian and export markets, particularly for 
the commonwealth. 


CRYSTAL FILTERS 


Progress at TMC Systems (Arizona), where our crystal filters 
are manufactured, is evidenced by a profitable 4th Quarter after 
a long period of investment in a very difficult field. The products 
now produced by this subsidiary are acknowledged to be among 
the finest in the industry. 


TRAINING SCHOOL 


Our training school operated on a profitable basis this past 
year and included cadres scheduled for Project ‘‘Deep Freeze”’ 
in the Antarctic as well as those intended for employment as 
crews for operational aircraft. Technicians from many countries 
speaking many different languages were trained by us in the 
operation of modern apparatus. 


TMC SYSTEMS AND POWER CORP. 


Discussions have been held relative to the sale of the largest 
portion of the assets of this wholly owned subsidiary, which is 
located in Springfield, Virginia. The contemplated sale would 
encompass about ten percent of the total assets of the con- 
solidated Corporation. In fiscal 1968, operations of this sub- 
sidiary showed a net loss. If consummated, the sale would 
result in an enhanced liquid financial position for your Cor- 
poration, because payments would be made in cash and notes 
maturing in six months and one year. At this time no agree- 
ment has been reached. 


DIESEL ENGINE 


The development of our new air-cooled Diesel Engine has 
proven to be much more difficult than we anticipated. However, 
the first 12 engines and the first round of production tooling 
are in process. 


RESEARCH AND DEVELOPMENT GROUP 


Our Research and Development Group, located in the 
Springfield, Virginia plant of TMC Systems and Power Corp., 
will continue their work for The Technical Materiel Corporation. 
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OCEANOGRAPHY 


In Oceanography we are active under, over and on the water. 
We believe that our new compass and underwater signalling 
system, in addition to our work in making possible an under- 
water habitat, will result in future profits. 


FINANCES 


At the fiscal year end, the financial position of your Corpora- 
tion continued to be strong with more than adequate credit 
facilities. No financing is contemplated at the present time. 
The current financial ratio is 2.6 current assets to 1 current 
liabilities. 

Mr. George C. Dixon has resigned his positions as Executive 
Vice President and Director to engage in consulting work. Mr. 
Todd Beaver has been promoted to the position of Controller 
succeeding Mr, Robert Morris. Messrs. Harold J. Morse and 
William L. Deans both of whom have been with the company 
for many years, were appointed Directors. 

Our Marketing organization has been reorganized and an 
aggressive program of advertising and promotion has been 
undertaken. We believe we have increased the operating effi- 
ciency of your Corporation this past year and operations should 
improve further even under current adverse conditions. The 
new year could show a turnaround in our fortunes. _ 

In today’s corporate climate of mergers and acquisitions, this 
Corporation has been approached by several interested parties 
with such offers. When and if a proposal is received by your 
management which can strengthen the Corporation and benefit 
the shareholders, it will be promptly disclosed. 


By Order of the Board of Directors, 
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/ ‘Note is 


sheet includes $916,672 related to the land, buildings and building 


equipment at Nyack. No unstal opens associated we me shutdown | . 


are anticipated. 


On November 1, 1967, the Company Acauired the borpatate leceor - 


_of property leased to ‘the Company until 1974 at a base annual rental of 


$60,000. The corporate lessor was previously owned in part by the 


family of the Company’s president. The purchase price of $663,000 was 
determined on the basis of independent appraisals of the value of the 


property held by the corporate lessor and was paid in notes subsequently _ 
refinanced by the Company with a bank through a $500,000, 634% 
mortgage due in 1987, the principal and interest of which is payable at 


the rate of $46,000 per year. 


Long term leases for other plants, chiefly expiring in 1977, require / 


minimum annual (eee Shae $211, on8. 


Note 2: 
general and administrative expenses of $687,000 at U perrem oer 30, 
1968 and $916, 000 at gerremPel 30, 1967. 

Note 3: 


_represents the cost of uncompleted projects. The ultimate value of 


these costs is dependent upon successful completion of these Projects — 


and future sales of the products being developed. In the opinion of 


management, these costs are fully recoverable. The Company has_ 


adopted the policy of amortizing the costs of each project by charges 
to earnings over the five years beginning with the first sale of the 
related product or writing them off when the anticipated profit on 

. the sales of the related products will not allow for the recovery of 
the development cost. 


Note 4: 
The provision for income taxes consists of the following: 
1968 / 1967 
Current income taxes (credits): 
ge rr—s—“‘i‘“‘“‘“(‘“C‘(‘CSC $ (80,000) $146,000 
Bee —“( (26,000) 151,000 
State... «rr 16,000 10,000 
(90,000) 307,000 
Deferred income taxes (credits): (200,000) 131,000 


$(290,000) $438,000 


Subsequent to beAember 30, 1968, the Company closed its Nyack _ Switzerland. For 1968 these subsidiaries had 


_plant. Property, plant and equipment ‘shown in the consolidated balance © i 9 68 wore $i, 187, 639. 


. related to deferred new product development costs deducted curre: 
for income tax purposes, and $240,000 related to accelera 


credit carry-forwards of $134, 800. 


| pi 
_ Stock Option Plan 19, 715 shares of common stock against w 


expired and options on 7,101 shares were exercised at $8.2! 
- which options to purchase 9,783 shares at $8.29 per share were 


_ Cost of inventories is determined parcipally on the basis of the fo revest Block dividends. | 


average cost method and included applicable engineering overhead and Now 6 
ote 


As of September 30, 1968 the Coman has deferred new product 
development costs in a net amount of $1,341,699 of which $681,952 


AUDITORS’ 
REPORT 


Foreign taxes relate to subs! 


$1,213,863 and net loss of og 386; net a sets: at Se 


Deferred income ‘taxes at eptember 30, 1968 


depreciation, before reduction for ata “= loss an 


Note a / —=—r—s—e 
At ‘September 30, 1968, there were reserved under the 


there were no options outstanding. During the year 1968 ne of 
options were granted, options on 2,682 ‘shares were cancelled 


share. At September 30, 1967, 26,816 shares were reserved agai 


outstanding. The above shares and share prices nae pe’ acl 


During the year capital surplus was” increased as follows: 
Balance at beginning of year . 


Excess of market value over par value of 51,548 shares 
of common stock issued as a stock dividend on 
March 1, 2708.—i—i“‘(ié‘C 


Excess of option price over par value of 7; 069 aharee 
of common stock issued under ve Employee Stock 57,974 - 


Option fac. (i;*;:titéi‘“‘(‘(‘(‘(‘(‘i‘Séis—S ——. : 
Balance at end of year......... _ oo 738, 486 | 


Note 7: 
_ Approximately ee caren of the Company 1968 hucinaee 


_ is subject to renegotiation. The Company believes 1968 will be ghee’ ] 


without any refund. All years through 1967 have been cleared. 


Notes receivable from a foreign government in the amount of 
$309,000 have been discounted with recourse at banks in the United 
States. Accounts receivable of $143,375 have been pledged to secure 
a note payable to a bank. The Company is contingently liable for the 
$87,000 morgane on a plant sold in prior years. 
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10 YEAR COMPARISON > 


(1) Common shares outstanding and per share book value sta- 


tistics are as at the close of each fiscal year. Per share earn- 
ings statistics are computed on the basis of the average 
number of common shares outstanding during each period. 
Both are adjusted for stock splits in 1959, 1961 and 1962 


and 2% stock dividends in 1964, 1965, 1966, 1967, 1968, 


This report has been prepared and is distributed solely for the purpose of 
furnishing financial and statistical information about the Corporation and 
its Subsidiaries and its products to present stockholders and employees. It is 
not a representation, prospectus, communication or circular in connection with 
any present or future sale or purchase, or offer to sell or purchase any stock 
or other security of The Technical Materiel Corporation and its Subsidiaries. 
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MAIN OFFICES 


Fenimore Road 


Mamaroneck, New York 
10543 


TMC Systems (Arizona), Inc. 
Tempe, Arizona 85281 


The TMC Systems and Power Corp. 
Springfield, Virginia 22151 
TMC (Canada), Ltd. 
Ottawa, Ontario, Canada 


TMC Systems AG 
Luzern, Switzerland 


TMC Systems (W.H.), Inc. 
Mamaroneck, N. Y. 10543 


Telecom Realty Corp. 
Mamaroneck, N. Y. 10543 


